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This dissertation opens out the studies from Resource Attributes, regards Institution as a 
main chain of whole research and builds a “Resource attributes—Institution arrangements
—Governance mechanism— Institution performances” theoretical analysis framework, 
which was based on a “Resource attributes — Institution arrangements — Conduct 
characteristic —Economic performances” theoretical analysis framework was set up by Dr. 
Shouqian Guo during his researching fishery resource in 2002, 2004. At last applies the 
model and its logic chain to the positive study of Watershed Water Resources（WWRs）in 
China. Based on above the logical relationships, this dissertation combines the new 
institutional economics with advanced theories of modem economics such as the theory of 
public choice, game theory and information economics etc. 
The dissertation combines 10 chapters and is in divided into four parts. The first part 
combines chapter 1 and chapter 2; the second part combines chapter 3, chapter 4 and 
chapter 5; the third part combines chapter 6, chapter 7 and chapter 8 and chapter 9; the last 
part combines chapter 10 and it is a conclusion of whole dissertation.  
The dissertation opens out the studies according to the inherent logical chain of the model 
after defining some basic concepts and hypotheses. The main topics are discussed as 
follows: researching the attributes of the uncertainty, negative externality and 
non-excludability of WWRS, reviewing the “tragedy of the commons” of WWRS, the 
theoretical use of the inherent mechanism of the “tragedy of the commons” with the 
application of three kinds of theoretical model of the “tragedy of the commons”, “prisoner’s 
dilemma” and “the logic of collective action”, revealing the institutional meaning within 
these attributes and their effects on institution form and choice, comparing the incentive 
structure, restricting function, transaction cost, advantages and disadvantages, and 
analyzing the conduct characteristics, which arose the efficiency difference of resource 
institution, of agents under different institutional arrangements. 
Based on above theoretical studies, this dissertation deals with the positive analysis of 
institution change and institution arrangement of WWRs in China. The dissertation reviews 
the course and path dependence of institution change, institution demand and institution 
supply of WWRs, anatomizes the performance of main institution arrangements of WWRS, 















and presents a summary evaluation of institutions of WWRS in China. The basic conclusion 
is that China's institutions are not successful to achieve their goals of controlling overusing 
water and preventing rent dissipation. The reasons for this poor performance may be found 
in the prime characteristic of these watershed water management systems that provide 
strong incentives for “race-to-water-use” between the water users. This heightened 
competition, on the one hand, motives each individual operator seeks to maximize his 
efficiency to take as much of the available quota as possible, on the other hand, stimulates 
individual user-watering to increase use-watering power by every means. Based on this 
perspective, the dissertation points out that the key to performance improvement of our 
country's watershed water resources is to change the incentive structure of watershed water 
resources management system. The main contents of institution innovation are as follows: 
Firstly, the management rule should be innovated. i.e. the Individual Tradable Quotas 
should be established. The Individual Tradable Quotas that combined government with 
market may change radically the incentive structure of watershed water resources system 
and bring a new incentive mechanism for achieving individual quota with the lowest costs 
and the least inputs. Thereby, it is hopeful to prevent the recessionary situation of water 
resources. Secondly, the management mechanism should be changed. Thirdly, the 
management perspective should be changed. The public interest in the long-term 
preservation of the resource would be guaranteed by the conservation covenant with 
government. At last, the management model should be innovated. i.e. a community 
resource management corporation should be set up. The resource management corporation 
would be responsible for all the other normal resource management functions currently 
carried out by government along and constitute the governance structure according to 
standard corporational governance to engender new incentives for the water users and to 
break prisoner’s dilemma of water user. This dissertation points out that the development 
direction of China’s watershed water resources management in the future is to set up an 
institutional structure, the main parts of which are total amount-control system with their 
being the core, and the accessorial parts of which are water using licence system and 
system of water using fee. 
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